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Whilethebookunderreviewprovidesa criticalevaluationof cost-benefit
analysis,it mainlyfocuseson therelevanceandutilityof projectevaluationtech-
niquesfordevelopmentplanning.It hasbeenarguedin thebookthatnoprojectcan
bemeaningfullyevaluatedin isolationbecauseitsimpactnotonlyisconfmedtothe
projectitselfbuttendsto spillovertootherprojectsaswell. Suchspill-overeffects
becomeallthemorecriticalwhentheinducedeconomiceffectsof thatprojectare
notmarginal.In additionto theinterdependencebetweenprojects,theauthorhas
drawnattentiontoanoft-neglectedbutveryimportantaspectofcost-benefitanalysis:
Shadowpricesarenotverymeaningfulin thecontextof projectevaluationexer-
cisein therealworldif theyarecomputedwithoutconsideringthestructureof the
economy.,thepaceofdevelopmentandincomedistribution.
Thebookis dividedintotwomainparts.Whilethefirstpartrelatestostand-
ardcost-benefittechniques,thesecondpartis devotedto thewaysandmeansof
integratingdifferentprojectsintoanationaldevelopmentplan. Themajoremphasis
in boththepartsi~on therelevanceof thesetechniquesto practicalproblemsof
projectevaluation.Thatthesecondarybenefitsof aprojectareimportantinproject
evaluationis commonknowledge.Theauthorhasalsosatisfactorilyexplainedthat
suchsecondarybenefitsassumean evengreaterimportancein thepublicsector.
However,unfortunatelythebookissilentastohowthesesecondarybenefitswillbe
measured.
The authorhasveryrightlypointedout thattheevaluationof thecontri-
butionof thethreefactorsof production,viz.land,labourandcapital,togrowthis
stillamatterof considerabled bateandihatit cannotberesolvedjustbyevaluating
betteranalyticaltechniques.Theproblemarisesfromthefactthatland,labourand
capital are not commoditiesbut involveownershiprelationships,which
arebasicto theworkingsof anysocialsystem.Theincomeaccruingfromthese
threefactorsdeterminesthestructureof personalincomedistribution.Hence,any
attemptsatmeasuringorevenmakingprecisestatementsabouthecostsof factorin-
putsinevitablyimplyassumptionregardingthenatureof theexistingsocia-political
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system.Thedistinguishingfeatureof theanalysispresentedin thebookis itsem-
phasison thenatureof theparticipationof theStatein theeconomyfor aproper
projectevaluation.Onemaynotethatthequestionisnotjustacademicbecauseun-
lessgovemmentpolicyin thisregardismadespecific,it isnotreallypossibletoeven
defmethe extentof thepublic,investmentprogramme,let alonedetermineits
contents. '
TheStatecanplayeitherasupportingoracontrollingrolein theeconomy.It
maydecideto providefor onlytheinfrastructureandfmancesto privatesector
projects,or it maydecideto controltheentireproductionin theeconomy.The
implicationsof sucha decision'for economicplanningarequitedifferent. In its
supportingrolethegovernmentis,in effect,reflectingonlytheneedsof theprivate
sectoratherthanthoseof theeconomyasawhole. In thecaseof directStatecon-
trol,ontheotherhand,thereisapossibilityfortheplanningprocesstoachievemore
effectivelythewidereconomicaimsthroughacompleterestructuringof theentire
productionstructure.
In thisbook,politicalrealitieshavebeenexplicitlytakenintoconsiderationto
assessthefullimpactofprojectevaluation.Forinstance,theauthorhasarguedthat
justsettingthepricesrightwouldnotnecessarilyleadtoanoptimalallocationof re-
sources. However,the authorsuggeststhatsub-optimaltechniquesareindeed
wrongasfarasthedisadvantagedmassesareconcemedbuttheyarerightforowners,
administratorsandtheexistingemployeesof thecorporatesector. Therefore,the
realissueisnotthatof costminimisationandtheequilibriumininputmarkets,but
ratherthatof thestyleof developmentandtheresultingsocio-economicstructure.
To theauthorthereseeInstobenoparticularlogicinchoosinglabour-intensivetech-
niquesof productionwhenthegovernmentis restrictfugitselfto ameresupportive
roleleavingtheactual'action'to takeplacein theprivatesector. For thiswould
meanamassiveshiftof resourcesawayfromthecorporatesectorif it stillinsistson
capital-intensivetechniques,notwithstandingtheintentionof thegovernmenttothe
contrary. It appearsto followfromthisanalysisthatshadowprices,asaneffec-
tiveinstrumentof economicproblems,arenotreallyrelevantin theso.calledmixed
economies,of whichtheprivatesectoris thedominantelement.It seemsthatthe
author,thoughrightto a largeextent,hasadistinctbiasin favourof aparticular
strategyof development.However,whilethebasiclogicof suchanargumentis
impeccable,it maybetakingthingsalittletoofarin thedirectionof theauthor's
",r. - V'I;(&fi'oc(.<"...
ownpoliticalpredilections.Whileit istruethatshadowpriceS~l11'Jamixedeconomy,
it willbeanextremistapproachtodenyamodicumofutilitytoshadowpricesin the
roleof providingproperg~idelinesto theprivateinvestor.Furthermore,insofaras
investmentin thepublicsectortendsto havea multipleeffectthroughoutthe
economy,thegovemment,by choosingcorrectshadowprices,caninfluencethe
choiceof techniquenotonlyin publicsectorbutalsoin theprivatesector. For
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instance,if throughappropriateshadowpriceslabour-intensivetechniquesappearto
be profitablein heavyindustriesaswell,it mightverywellleadto a technological
changewhichemphasizesthedevelopmentof newtechniquesof production.The
authorin effect,makesthereaderthinkaboutdevelopmentproblemsfarbeyonda
particularinvestmentdecisionin thecontextof thestructureof theeconomyasa
whole. Theauthorbringsoutthebasicproblemsofcost-benefitanalysisbut,unfor-
tunately,failstoprovideasatisfactorysolutionto thoseproblems.Thebookis a
veryusefuladditiontotheliteratureoncost-benefitanalysis,and,in addition,it con-
tainsanumberof exerciseswhichareusefulforbothstudentsandteachers,andis,
therefore,recommendedfor usenot onlyby theacademicsbut alsoby practical
planners.";'"
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